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CHAPTER 1 INTRODUCTION AND OVERVIEW 

1 .1 . MAYOR’S FOREWORD 

We have been operating under a serious challenge regarding the backlog of service delivery. Regardless of these 
challenges the situation has improved significantly. We can at this stage proudly boost about our achievements. As 
one of the small Municipalities in the Limpopo Province, we are encouraged by these achievements realized over the 
past years of our existence which include amongst others water and sanitation provision, electricity, roads, refuse removal 
etc. 

I am pleased to report that we have succeeded in delivering basic services to the people. We managed to conduct public 
participation in all wards and consolidate all the difficulties that our people are facing. Despite the difficulties, there are 
more notable events and achievements in the past financial year. 

Infrastructure - in the year under review Mutale Municipality has contributed significant resources towards the building of 
Dotha Bridge, Mafukane low level Bridge. We have also managed to complete Mutale Traffic Test Centre situated at our 
former offices whereby vehicles from Mutale and surrounding Municipalities will be tested for roadworthiness. 

In terms of water, we have managed to complete Mutale Regional Water Scheme and the Treatment plant situated at 
Tshilamba. 

Provincial road and access road have been upgraded from gravel to tar from Shakadza to Tshipise. Accesses roads 
within various communities are being re-graveled even though in some areas there is still need for assistance from the 
Department of Roads and Transport. 

In this financial year electricity provision has posed a very serious challenge since the Makonde power station does not 
have enough capacity for new connections. This ultimately leads to the non-allocation of units by Eskom in some of the 
villages. We have managed to connect electricity at Folovhodwe, Gombani and Mangwele. 

Despite all the above achievements much still need to be done in terms of service delivery. We acknowledge the 
contributions made by the Community Development Workers. We further acknowledge the support and contributions 
made by our Traditional Leaders. 
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Against the backdrop of the tenth anniversary of our freedom and the 50‘^ anniversary of the adoption of the Freedom 
Charter, Mutale Municipality is well positioned to play a crucial part in building a caring society and a better life for all and 
in enhancing self-reliance as well as sustainable livelihoods, particularly amongst the poorest of the poor. I am quite sure 
that the future of Mutale Municipality will be much brighter and I look forward to enjoy this bright future with all 
stakeholders and those associated with it. 


1 .2. OVERVIEW OF THE MUNICIPALITY 

Mutale Municipality is located on far north-eastern corner of Limpopo Province. It is one of the four local Municipalities 
under Vhembe District Municipality. It serves a population of 131 781 (municipal IDP) spread over 136 villages. The total 
land cover of the Municipality is 2 375, 78212 km2 

The total number of households within the Municipality area is 24 469 (census 2001), 60 % of which earning below R 1 
100.00 per month. Service Levels are as per the table below. 

Table 4: Access to Services: Mutale Local Municipality 


SERVICE 

2007/08 (24 469 househoids) 


Basic and 
above RDP 
standard 

Beiow 

RDPstandard 

Water 

17 858 

6611 

Sanitation 

19 469 

5000 

Eiectricity 

15471 

8 998 
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Refuse 

Removal 

1 500 

22 969 

Housing 

16 994 

7 475 


Current service delivery backlogs 
Water: 27% 

Sanitation: 34% 

Housing: 35% 

Eiectricity: 37% 

Refuse removai: 94% 

1.3 EXECUTiVE SUMMARY 


Mutaie Municipaiity strives to achieve the foiiowing goais and objectives; 

• provide democratic and accountable government to local communities 

• create and sustain financially sound municipality 

• promote leadership excellence and integrated planning and development 

• provide sustainable services that meet the needs of the communities 

• promote social and economic development 

• promote staff development 

• promote effective and efficient municipal administration 
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• promote inter-governmental relations 


Vision statement for Mutale Local Municipality 

“A DEVELOPMENTAL MUNICIPALITY THAT ENSURES SUSTAINABLE ECONOMIC GROWTH AND EQUITABLE 
SERVICE DELIVERY” 

The Municipality’s priority issues are as indicated below. 


INFRASTRUCTURE 


ECONOMIC 

& SERVICES 

Water 


DEVELOPMENT 

Sanitation 


Agricultural development 

Waste Management 


Tourism 

Electricity and Lights 


Industries & Skills 

Streets and Stormwater 


Development 

Housing and Land 

Cemeteries 


Mining 

V J 


V J 


CHAPTER 


SOCIAL 


INSTITUTIONAL 

DEVELOPMENT 


DEVELOPMENT 

Health & Welfare 


Linancial Viability 

Education and training 


Skills development 

Safety & Security 


Accountability 

Sports & Recreation 

, 

- 

Communication 

. 
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1. Summary of performance 


• No of households electrified during this financial year : 1 196 

• No of households provided with water during the financial year : 3966 

• No of new houses built in the municipality during the financial year : 377 

• No of households provided with sanitation. : 1499 

• No of households provided with refuse removal in the financial year : 1500 

• No of villages provided with access roads in the municipality. : 44 

• Collection levels for revenue due : 81% 


2. Backlog in Service delivery 


2.1 Water Backlogs 

• Backlogs to be eliminated(no of households not receiving 
minimum standard of services) 

Backlog 

Required 

Budgeted 

Actual 

17 858 


District 


• Backlogs to be eliminated(percentage HH identified as 
backlog 

73% 




• Spending on new infrastructure to eliminate 
backlogs(Rand 000) 




77 224 500 

• Total spending to eliminate backlogs (Rand 000) 




77 224 500 

2.2. Sanitation Backlogs 

• Backlogs to be eliminated(no of households receiving 

5000 


District 
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minimum standard of services) 





• Backlogs to be eliminated(percentage identified as 
backlog 

38% 




• Spending on new infrastructure to eliminate 
backlogs(Rand 000) 




25 000 000 

• Spending on renewal of existing infrastructure to 
eliminate backlogs(Rand 000) 





• Total spending to eliminate backlogs (Rand 000) 




25 000 000 

• Spending on maintenance to ensure no new backlogs 
created 





2.3. Refuse removal Backlogs 

• Backlogs to be eliminated(no of households receiving 
minimum standard of services) 

22 969 




• Backlogs to be eliminated(percentage identified as 
backlog 

94% 




• Spending on new infrastructure to eliminate 
backlogs(Rand 000) 




2 632 018 

• Spending on renewal of existing infrastructure to 
eliminate backlogs(Rand 000) 





• Total spending to eliminate backlogs (Rand 000) 




2 632 018 

• Spending on maintenance to ensure no new backlogs 
created 





2.4. Electricity Backlogs 
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• Backlogs to be eliminated(no of households receiving 
minimum standard of services) 

8998 




• Backlogs to be eliminated(percentage identified as 
backlog 

37% 




• Spending on new infrastructure to eliminate 
backlogs(Rand 000) 




41 390 800 

• Spending on renewal of existing infrastructure to 
eliminate backlogs(Rand 000) 





• Total spending to eliminate backlogs (Rand 000) 




41 390 800 

• Spending on maintenance to ensure no new backlogs 
created 





2.5. Roads Backlogs 

• Backlogs to be eliminated(no of households receiving 
minimum standard of services) 

24 469 




• Backlogs to be eliminated(percentage identified as 
backlog 

100% 




• Spending on new infrastructure to eliminate 
backlogs(Rand 000) 




742 851 800 

• Spending on renewal of existing infrastructure to 
eliminate backlogs(Rand 000) 





• Total spending to eliminate backlogs (Rand 000) 




742 851 800 

• Spending on maintenance to ensure no new backlogs 
created 





2.6. Housing Backlogs 

• Backlogs to be eliminated(no of households receiving 
minimum standard of services) 

7 345 
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• Backlogs to be eliminated(percentage identified as 
backlog 

34% 




• Spending on new infrastructure to eliminate 
backlogs(Rand 000) 




254 761 320 

• Spending on renewal of existing infrastructure to 
eliminate backlogs(Rand 000) 





• Total spending to eliminate backlogs (Rand 000) 




254 761 320 

• Spending on maintenance to ensure no new backlogs 
created 
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Building and Zoning plans 2007/08 


Applications 
outstanding 1st July 
2007 

Category 

Number of new 
applications 
received 2007/2008 

Total value of 
applications 
received Rand 

Appplications 
outstanding 30 June 
2008 

0 

Residential new 

56 

338,445.00 

- 

0 

Residental addtions 



- 

0 

Commercial 

3 

151,497.00 

- 

0 

Industrial 

- 

- 

- 

0 

Other ( specify ) 



- 
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CHAPTER 3 : HUMAN RESOURCES 
1. COMMENTS ON ORGANISATIONAL STRUCTURE 


The Organizational structure of Mutale municipality consists of the Council as a highest political structure, the Speaker’s 
Office and five main Departments namely: Technical Services, Corporate Services, Finance, Community Services and 
Planning including the Municipal Managers Office. The Council consists of 22 Councilors including the Mayor and the 
Speaker. . 

The Organizational Structure was reviewed and adopted by the Council on 31 May 2007and was linked to the IDP for 
2007/08. The total staff complement for the year under-review as per Organizational Structure was 145 of which 33.52% 
were women. To address the current gender imbalances in the workplace, the Employment Equity policy was reviewed 
and approved by council on 05 April 2007.The Work place skills plan for 2007/08 was compiled and submitted to LGSETA 
on 30 June 2008. 

The Municipality is currently facing challenges with regard to the completion of TASK job evaluation process which is still 
in progress. The slow progress in the finalization of job evaluation is impacting negatively on employee morale. Job 
descriptions for all employees have been compiled and submitted to the TASK for evaluation. In terms of the requirements 
of TASK job evaluation each municipality should establish job evaluation unit which will be charged with the responsibility 
of job evaluation and job analysis. This process will be implemented during 2008/09. 

In line with the provisions of the Municipal System Act all section 57 Managers have signed performance agreements in 
terms of the Performance Management Policy and Performance regulations issued by the Minister for DPLG. This policy 
provides a frame-work within which the performance of staff can be measured inline with the overall objectives of the 
municipality. Implementation of performance management system is still a challenge however efforts are being made to 
address this matter. 

The following transformation desks were established and are located in the Mayor’s Office: Disabled desk. Old age forum. 
Aids Council and children forum. 
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2. NUMBER OF STAFF PER FUNCTION 

Table below depots the number of staff per function. This exclude seconded officials from the department of local 
government and housing and transferred empioyees from dwarf 


Function 

Number of staff 

Total positions 

Vacancies 

Temporary/ Interns 

Water & Sanitation 

4 

4 

0 

1 

Budget & Treasury office 

23 

25 

2 

2 

Communications 

1 

2 

1 

0 

Sports arts and culture 

1 

1 

0 

0 

T raffic 

17 

19 

3 

0 

Roads and Bridges 

20 

40 

20 

0 

Mechanical workshop 

4 

6 

2 


Human Resources 

4 

10 

6 

0 

Auxiliary 

5 

5 

0 

0 

Administration/ Secretariat 

7 

7 

0 

0 

P.M.U 

1 

1 

0 

0 

Housing 

1 

1 

0 

0 

Electricity 

1 

1 

0 

0 

Land use & Survey 

4 

5 

1 

0 

Building Inspection 

1 

1 

0 

0 

Disaster Management 

1 

1 

0 

0 

Planning & LED 

4 

4 

0 

0 

Fleet management 

6 

6 

0 

0 

IT 

1 

1 

0 

1 

Security 

16 

26 

2 

0 

Cleansing 

15 

15 

0 

0 

Waste Management 

8 

10 

2 

0 

Directors 

4 

4 

0 

0 
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TOTAL 

145 

196 

51 

04 


3. EMPLOYMENT EQUITY PROFILE 

3.1 Occupational Categories 

The table below reports the total number of empioyees (including employees with disabilities) in each of the following 
occupationai categories; Note: A=Africans, C=Coloureds, l=lndians and W=Whites 


Occupationai 

Categories 



TOTAL 

Maie 

1 Femaie 

White 

Maie 

Foreign Nationais 

A 

C 

I 

A 

C 

i 

w 

W 

Maie 

Femaie 

Legislators, senior 
officials and 
managers 

19 

0 

0 

14 

0 

0 

0 

0 

0 

0 

33 

Professionals 

08 

0 

0 

02 

0 

0 

0 

0 

0 

0 

10 
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Technicians and 

associate 

professionals 

08 

0 

0 

0 

0 

0 

0 

0 

0 

0 

08 

Clerks 

28 

0 

0 

17 

0 

0 

0 

0 

0 

0 

45 

Service and sales 
workers 

16 

0 

0 

12 

0 

0 

0 

0 

0 

0 

28 

Skilled agricultural 
and fishery 
workers 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Craft and related 
trades workers 

10 

0 

0 

0 

0 

0 

0 

0 

0 

0 

10 

Plant and machine 
operators and 
assemblers 

15 

0 

0 

0 

0 

0 

0 

0 

0 

0 

15 

Elementary 

occupations 

40 

0 

0 

17 

0 

0 

0 

0 

0 

0 

57 

TOTAL 

PERMANENT 

144 

0 

0 

62 

0 

0 

0 

0 

0 

0 

206 

Non - permanent 
employees 

01 

0 

0 

0 

0 

0 

0 

0 

0 

0 

01 

GRAND TOTAL 

145 

0 

0 

62 

0 

0 

0 

0 

0 

0 

207 
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3.2. The table below reports the total number of employees with disabilities only in each of the following occupational 
categories: Note: A=Africans, C=Coloureds, l=lndians and W=Whites 


Occupational 

Categories 



TOTAL 

Male 

^ Female 

Foreign 

Nationals 

A 

c 

1 

w 

A 

c 

1 

w 

Male 

Female 

Legislators, senior 
officials and 
managers 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Professionals 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Technicians and 

associate 

professionals 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Clerks 

01 

0 

0 

0 

01 

0 

0 

0 

0 

0 

02 

Service and sales 
workers 

01 

0 

0 

0 

0 

0 

0 

0 

0 

0 

01 

Skilled agricultural 
and fishery 
workers 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Craft and related 
trades workers 

01 

0 

0 

0 

0 

0 

0 

0 

0 

0 

01 

Plant and 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 
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assemblers 












Elementary 

occupations 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

TOTAL 

PERMANENT 

03 

0 

0 

0 

01 

0 

0 

0 

0 

0 

04 

Non - permanent 
employees 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

GRAND TOTAL 

03 

0 

0 

0 

01 

0 

0 

0 

0 

0 

04 


3.3. Occupational levels 

The table below reports the total number of employees (including employees with disabilities) in each of 
the following occupational levels: Note: A=Africans, C=Coloureds, l=indians and W=Whites 


Occupational 

Levels 



TOTAL 

Male 

Female 

White 

Male 

Foreign 

Nationals 


A 

C 

I 

A 

C 

1 

w 

W 

Male 

Female 


Top management 

03 

0 

0 

01 

0 

0 

0 

0 

0 

0 

04 

Senior 

management 

04 

0 

0 

02 

0 

0 

0 

0 

0 

0 

06 
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Professionally 
qualified and 
experienced 
specialists and 
mid-management 

08 

0 

0 

02 

0 

0 

0 

0 

0 

0 

10 

Skilled technical 
and academically 
qualified workers, 
junior 

management, 
supervisors, 
foremen, and 
superintendents 

08 

0 

0 

0 

0 

0 

0 

0 

0 

0 

08 

Semi-skilled and 
discretionary 
decision making 

61 

0 

0 

34 

0 

0 

0 

0 

0 

0 

95 

Unskilled and 
defined decision 
making 

40 

0 

0 

17 

0 

0 

0 

0 

0 

0 

57 

TOTAL 

PERMANENT 

124 

0 

0 

56 

0 

0 

0 

0 

0 

0 

180 

Non - permanent 
employees 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

GRAND TOTAL 

124 

0 

0 

56 

0 

0 

0 

0 

0 

0 

180 
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3.4. The table below reports the total number of employees with disabilities only in each of the following occupational 
levels: Note: A=Africans, C=Coloureds, l=lndians and W=Whites 


Occupational 

Levels 



TOTAL 

Male 

Female 

Foreign 

Nationals 

A 

c 

1 

w 

A 

c 

1 

w 

Male 

Female 

Top management 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Senior 

management 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 
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Professionally 
qualified and 
experienced 
specialists and 
mid-management 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Skilled technical 
and academically 
qualified workers, 
junior 

management, 
supervisors, 
foremen, and 
superintendents 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Semi-skilled and 
discretionary 
decision making 

02 

0 

0 

0 

01 

0 

0 

0 

0 

0 

03 

Unskilled and 
defined decision 
making 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

TOTAL 

PERMANENT 

02 

0 

0 

0 

01 

0 

0 

0 

0 

0 

03 

Non - permanent 
employees 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

GRAND TOTAL 

02 

0 

0 

0 

01 

0 

0 

0 

0 

0 

03 
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4. DISCLOSURE CONCERNING COUNCILORS AND SENIOR MANAGERS 


Description 

Mayor 

Speaker 

Executive 
Counciiors (iist 
individuaiiy) 

Other 

Counciiors( 

iist 

individuaiiy) 

Municipai 

Manager 

CFO 

Senior 

Managers 

Senior 

Manager 


Manyuh 
a M.L 

Mamedzi 

A.M 

Nekhunguni PD, 
Mudzielwana H, 
Mulaudzi N.A 

Lieba NA 
Madumi TS 
Munyai T.M 
Khakhu M.D 
Munyaliwa 

MR 

Netshidongol 
olwe 1 
Rambuda 

A.S 

Nephali H.N 
Tshinavhe 

NP 

Raselabi T.A 
Netshimboni 
N.A 

Mashula N.J 

Netshanzhe 

T.G 

Dani B 

Ramuvhundu 

P.S 

Chauke 

M.M 





Sekhwama 

G.P 

Mafinya S.A 
Mutele N.S 
Khunwana 

K.J 
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Maisha R.V 






SALARIES 

AND 

WAGES 









Normal 

437 552 

350 041 

689 149 

2 231 505 

505 324 

459 845 

459 845 

459 845 

Overtime 

0 

0 

0 

0 

0 

0 

0 

0 

Pension 

contributio 

n 

49 224 

39 379 

77 528 

215 044 

77 819 

30 349 

60 699 

60 699 

Medical Aid 

0 

0 

0 

0 

0 

0 

0 

0 










ALLOWAN 

CES 









Travel and 
motor 

109 388 

1 09 388 

328 164 

1 859 596 

76 461 

1 1 1 979 

121 922 

121 922 

^ccommodati 
on and 
subsistence 

0 

0 

0 

0 

0 

0 

0 

0 
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0 


0 


0 


0 


0 0 0 0 












21 600.00 

12000.00 

12000.00 

12000.00 


0 

0 

0 

0 







0 

0 

0 

0 







0 


0 


0 


0 
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5. SKILLS OR LEVELS OF EDUCATION ATTAINED BY STAFF 

Training: (report the total number of people who received training in each occupational category during the twelve 
months preceding this report) 


Occupational Categories 


African 

Coloured 

Indian 

White 

Senior Managers 

02 

0 

0 

0 

Managers 

03 

0 

0 

0 

Professionals 

02 

0 

0 

0 

Associate professionals 

0 

0 

0 

0 

Senior official 

01 

0 

0 

0 

Clerks 

02 

0 

0 

0 

Service workers 

0 

0 

0 

0 

Plant and machine operators and assemblers 

0 

0 

0 

0 

Elementary occupations 

21 

0 

0 

0 

Interns 

02 

0 

0 

0 

TOTAL 

33 

0 

0 

0 
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6. TRENDS ON TOTAL PERSONNEL EXPENDITURE 


Financial year 

Budgeted Amount 

Actual Amount 

2007/2008 

30 661 187 

24 698 546 

2006/2007 

13 983 000 

16 005 984 

2005/2006 

14 500 000 

16 075 499 

2004/2005 

13 000 000 

12 09 056 


7. MEDICAL AIDS AND PENSION FUNDS SCHEMES 

The table below depicts the Medical aid schemes and the pension funds operating in the Municipality 
2007/08 


NAME OF MEDICAL AID SCHEME 

PENSION FUNDS 



Bonitas 

Municipal Gratuity Fund 

KeyHealth 

Local Government employees pension Fund 

Munmed 

Municipal employees pension Fund 

LA Health 

Municipal Councilors pension Fund 
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8. TERMINATION OF SERVICE 

The table below shows the list of employees who terminated their services with the municipality in 2007/08. 


NAME OF EMPLOYEE 

Sex 

NATURE OF TERMINATION 

POSITION 

HELD 





Busisiwe Danil 

F 

Resignation 

CFO 

Netshimbupfe M.P 

F 

Resignation 

Snr Personnel 
Officer 

Nemadzhilili H 

M 

Resignation 

Chief Planner 

Tshikombeni A.J 

M 

Resignation 

IDP Manager 

Nemufuiwi T.F 

F 

Death 

Personnel 

Officer 

Makhado A.J 

M 

Death 

Security 

Officer 

Netshitavhadulu N 

M 

Death 

Gardener 

Makhado G 

M 

Death 

Operator 

Nethenzheni T.V 

F 

Resignation 

Traffic Officer 

Manno E 

F 

Resignation 

Traffic Officer 

Randima F.B 

F 

Resignation 

Traffic Officer 

Tshamano L 

M 

Resignation 

Examiner of 
Drivers license 

Nemauluma J 

M 

Missing 

Security 

Officer 

Mr Siala N.J 

M 

Death 

Flousing 

Coordinator 

Mrs Maphaha 

F 

Death 

E-NATIS 

Administrator 

TshikombedzeT.S 

M 

Death 

Waste 
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Management 

Nephawe N.N 

M 

Early retirement 

Driver 

operator(Team 

leader) 


Notes: Death= 7 Females = 10 

Resignations = 8 Males = 07 

Retirement = 1 
Missing = 1 
Total = 17 


9. APPOINTMENTS 

The table below shows the number of appointment during the year under review 


NAME OF EMPLOYEE 

SEX 

POSITION 

DATE OF APPOINTMENT 





Mutambedzo I.E 

M 

Legal Advisor 

01/09/2007 

Tshepiso Oliphant 

F 

Internal Auditor 

01/10/2007 

Matsila M.B 

M 

Examiner Drivers 
license 

01/04/2007 

Neluheni M.G 

F 

Traffic Officer 

01/04/2008 

Nemulodi F 

M 

Traffic Officer 

01/04/2008 

Rathogwa F 

F 

Speaker’s P.A 

01/06/2008 


Notes: Females = 03 
Males = 03 
Total = 06 
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10. ORGANIZATIONAL STRUCTURE 


See annexure A 
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CHAPTER 4 AUDITED STATEMENTS AND RELATED FINANCIAL INFORMATION 


4.1. Audited Annual financial statement 2007/2008 

Annual financial statement have been prepared by the assistance of a consultant from Vhembe District Municipality 
in accordance with Generally Accepted Municipal Accounting Practice (GAMAP) and generally Recognised 
Accounting Practice (GRAP). The financial statement are attached as Annexure B for further reference. 

4.2. Audit report 2007/2008 

REPORT OF THE AUDITOR-GENERAL TO THE LIMPOPO PROVINCIAL LEGISLATURE AND THE COUNCIL ON THE 
FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION OF MUTALE LOCAL MUNICIPALITY FOR THE YEAR 
ENDED 30 JUNE 2008 

REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1 . I was engaged to audit the accompanying financial statements of the Mutale Local Municipality which comprise the statement 
of financial position as at 30 June 2008, statement of financial performance, statement of changes in net assets and cash 
flow statement for the year then ended, and a summary of significant accounting policies and other explanatory notes, as set 
out on pages [2] to [26]. 

Responsibility of the accounting officer for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these financial statements in accordance 
with the basis of accounting determined by the National Treasury, as set out in accounting policy note 1 to the financial statements 
and in the manner required by the Local Government: Municipal Finance Management Act, 2003 (Act No. 56 of 2003) 
(MFMA) and the Division of Revenue Act, 2007 (Act No. 1 of 2007) (DoRA). This responsibility includes: 

• designing, implementing and maintaining internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error 
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• selecting and applying appropriate accounting policies 

• making accounting estimates that are reasonable in the circumstances. 

Responsibility of the Auditor-General 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 read with section 4 of the Public Audit 
Act, 2004 (Act No. 25 of 2004) (PAA), my responsibility is to express an opinion on these financial statements based on 
conducting the audit in accordance with the International Standards on Auditing and General Notice 616 of 2008, issued in 
Government Gazette No. 31057 of 15 May 2008. Because of the matters discussed in the Basis for disclaimer of opinion 
paragraphs, however, I was not able to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion. 

4. Paragraph 11 et seq. of the Statement of Generally Recognised Accounting Practice, GRAP 1 Presentation of Financial 
Statements requires that financial reporting by entities shall provide information on whether resources were obtained and 
used in accordance with the legally adopted budget. As the budget reporting standard is not effective for this financial year, I 
have determined that my audit of any disclosures made by the Mutale Municipality in this respect will be limited to reporting 
on non-compliance with this disclosure requirement. 

Basis of accounting 

5. The municipality’s policy is to prepare financial statements on the basis of accounting determined by the National Treasury as 
set out in accounting policy note 1 . 


Basis for disclaimer of opinion 
Corresponding figures 

6. In my previous audit report dated 14 August 2008 I was unable to express an audit opinion on the financial statements of the 
municipality for the year ended 30 June 2007. The qualification matters have not been resolved while no alternative procedures 
were possible and my audit report is modified regarding the corresponding figures as discussed hereunder. 

Accumulated Surplus 

7. The accumulated surplus balance was adjusted by R7 million and R758 728 in the current financial years’ accounting records. 
Supporting documentation for the adjustment was not provided. Furthermore, the corresponding figures in the statement of 
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financial performance have not been restated as required by the Statement of Generally Recognised Accounting Practice 
(GRAP) 3.49. Consequently, I was unable to satisfy myself as to the completeness, existence, valuation and rights to the 
accumulated surplus balance of R13,6 million. 

Property, Plant and Equipment 

8. I was unable to confirm or verify by alternative means the existence, completeness, valuation and rights and obligations of 
property, plant and equipment of R38,1 million recorded in the financial statements due to: 

• With reference to paragraph 6 of this report, the municipality changed their basis of accounting during the year under 
review which necessitated the unbundling of assets and the restatement of the corresponding figures in the prior year. 
Although assets were re-valued to their fair values, I was not provided with documentation to support the determination of 
the values and the process followed. 

• Title deeds for land and buildings to the value of R13,7 million in the financial statements could not be provided. 

• Additions to property, plant and equipment are understated with an amount of R391 308. I have verified these additions 
to invoices for accuracy, occurrence and classification. I have also verified these additions for existence. No explanation 
could be obtained for the exclusion of the additions of R391 308 from property, plant and equipment. 

• Property, plant and equipment includes other disposals of R295 950. The municipality could not provide documentation 
supporting this amount in the financial statements. 

• The municipality has not accounted for property, plant and equipment in accordance with the Standard of Generally 
Accepted Municipal Accounting Practice, GAMAP 17 Property, Plant and Equipment, read with the exemptions in 
Government Notice 522 of 2007, issued in Government Gazette No. 30013 of 29 June 2007. GAMAP 17 paragraph 10 
requires an asset to be recognised when it is probable that future economic benefits or service potential associated with 
the asset will flow to the municipality. The municipality has ccompleted projects of R449 605 that was not transferred to 
property, plant and equipment. Consequently property, plant and equipment is understated and capital under 
construction is overstated by this amount. 


Inventory 

9. An adjustment was made in the current year to reduce the valuation of the vacant stands from R1 ,3 million in the prior year to 
R149 200 in the current year (reduction of R1,2 million). The municipality could not provide documentation for the adjustment 
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journal processed to reduce the value of the stands. The municipality’s records did not allow me to perform alternative 
procedures. 

Funds and reserves 

10. The statement of changes in net assets has a zero movement in respect of the government grant reserve. This indicates that 
the accounting policy in respect of the government grant reserve has not been applied as no transfer was made from the 
government grant reserve to the accumulated deficit for depreciation offset and assets funded from grants. Furthermore, the 
asset register does not include adequate details to support the balance of the government grant reserve and the required 
depreciation offset for the current year. Consequently the government grant reserve of R34,7 million is overstated and the 
accumulated deficit balance of R13,6 million understated by an unknown amount. 

Revenue 

1 1 . The total of the current year receipts as disclosed in Note 16 of the different types of grants differs by R3,2 million from the 
total of actual grants received as per the bank statements. Management could not provide me with sufficient, appropriate 
audit evidence relating to this difference. Consequently, the error in disclosure note 16 results in an overstatement of the 
note by this amount compared to the amount received as per DoRA and the budget. 

12. The amount disclosed in the statement of financial performance as government grants and subsidies differs by R2,6 million to 
the accounting records. No supporting evidence could be supplied for this difference. Consequently government grants and 
subsidies are understated and other income is overstated by R2,6 million. 

13. The municipality has not recorded the credit sales for sites sold on the accounting system as only the cash received as 
deposits are recorded. Consequently, revenue from the sale of sites and receivables are both understated by R1 ,98 million. 

14. The municipality did not update the valuation roll as required by section 77 of the Municipal Property Rates Act, 2004 (Act 
No. 6 of 2004) (MPRA). Property rates were not charged on all debtors' accounts as full implementation is expected from 
July 2008. The required exemptions as per section 15 of the MPRA could not be submitted. Consequently the property rates 
revenue has been understated by an unknown amount. 

15. Note 14 on Property rates makes disclosure that interim valuations are conducted on a quarterly basis and a general rate of 
two percent (2%) is applied to property valuations. I was not able to verify this information. Due to insufficient evidence to 
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support the disclosure note, I was also not able to verify accuracy and classification of the property valuations per type of 
debtor as reflected in Note 14. 


Unspent conditional grants and receipts 

16. Grants as per Note 16 to the annual financial statements indicate an opening balance for the 2007-08 financial year while no 
closing balance was indicated for the 2006-07 financial year. There was an unexplained difference between the previous year 
closing balances and the current year opening balances. 

• MIG Grant: R3,1 million 

• National lottery: R845,331 

I was unable to verify the completeness, existence, rights and obligations and valuation and allocation of the unspent 
conditional relating to the comparative figures. 

Receivables 

17. Paragraph 58 of IAS 39 requires an assessment at each balance sheet date whether there is any objective evidence that a 
financial asset or group of financial assets is impaired. Proof could not be submitted that consumer and other receivables had 
been assessed for impairment in the current financial year. The municipality made a provision for doubtful receivables of R4,5 
million. As the relevant supporting information was not available I was not able to determine what the impairment charge 
against consumer, other receivables and bad debts should have been, had IAS39 been applied correctly. 

18. Due to a lack of supporting evidence in respect of other receivables, I could not verify the valuation and allocation of 
receivables at year-end. I attempted the testing of debtors paying their accounts after year-end. No payments were made by 
the debtors, to the value of R3,1 million. The valuation and allocation of receivables could not be verified. 

19. There is an unreconciled and unexplained difference of R2,3 million between the receivables age analysis of R3,4 million and 
the accounts receivable as disclosed in the financial statements of R5.7 million. Consequently I was unable to confirm the 
existence, completeness, valuation, allocation and rights to receivables of R5,7 million. Further as a consequence of this 
difference, I was unable to confirm the existence, rights and obligations, completeness and valuation and allocation of the 
aging as recorded in Note 9 to the annual financial statements. 
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20. The completeness, occurrence and accuracy of the disclosed debtor for water services could not be verified as the service 
level agreement with the District Municipality does not indicate the amounts payable to Mutale for the services rendered. A 
verbal agreement was entered into that a 1 0% of the service fees will be received by Mutale Municipality. A debtor’s balance 
of R768 286 as a result of water services transactions is disclosed in the Financial Statements. I was not able to determine 
the rights to receivables as no minutes / agreement could be submitted. 

Long Term Liabilities 

21 . Contrary to IAS 17 paragraph 8, the municipality has treated an item of property, plant and equipment as an operating lease 
instead of a financial lease. As a result, financial lease liabilities and property, plant and equipment are understated by 
R898 321 . 

Value added tax (VAT) 

22. Supporting documents for journals recorded through the VAT account, of R862 973 were not provided. I was thus unable to 
confirm the existence and valuation and allocation of Value Added Tax of R366 483 as disclosed in the statement of financial 
position. 

Employee cost 

23. Although the total balance of the employee cost as reflected in the annual financial statements, per Note 17, agrees to the 
total balance of the trial balance, I was not able to agree the different classifications of the trial balance to the classifications 
on the financial statements. Consequently I am unable to conclude on the classification of employee cost as disclosed in 
Note 17 to the annual financial statements. The following classifications are affected: 

• R3,6 million with regard to employee cost, 

• R240 871 with regard to Contributions for UIF, pensions, medical aids and others, 

• R2,5 million with regard to Travel, motor car, accommodation, subsistence and other allowances, 

• R905 351 with regard to Flousing benefits and allowances and 

• R328 925 with regard to Overtime payments. 

24. An amount of R3 million disclosed in Note 23.3 to the financial statements as pension and medical aid differs to the 
accounting records of R4 million. As a result, this disclosure note is understated by R1 million. 
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25. An amount of R2,7 million disclosed in Note 23.2 to the financial statements as PAYE and UIF differs to the payroll system 
records of R2,3 million. As a result, this disclosure note is overstated by R451 450. 

26. No supporting documentation was submitted to verify the occurrence, rights & obligations of retirement benefit information 
included in note 25 to the financial statements relating to retirement funds in operation in the municipality and their financial 
position. 

Cash flow statement 

27. The calculations in respect of cash generated from operations are incorrect. The interest paid of R502 351 and interest 
received of R68 564 as documented in the calculation of the cash generated from operations was incorrectly applied. 
Furthermore the calculation of the increase in conditional grants was stated as R12,1 million instead of R16,8 million and prior 
year adjustments of R6,2 million were excluded from the calculation. As result, I am unable to confirm the classification and 
accuracy of the amounts disclosed in the cash flow statement. 

Going concern 

28. The following conditions exist that may cast significant doubt on the municipality’s ability to continue as a going concern if 
government does not provide financial support: 

• The municipality is at a net current liability position of R14,1 million. 

• Account receivables has increased from R 5,2 million to R 5,8 million and the recoverability of 94% is in doubt 

• There is a shortfall of R15,1 million in funds to cover unspent conditional grants of R16.8 million. 

Disclaimer of opinion 

29. Because of the significance of the matters described in the Basis for disclaimer of opinion paragraphs, I have not been able to 
obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on the financial statements of Mutale Local 
Municipality. Accordingly, I do not express an opinion on the financial statements. 

Emphasis of matters 

I draw attention to the following matters: 
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Amendments to the applicable basis of accounting 

30. As set out in accounting policy note 1 , the National Treasury approved a deviation from the basis of accounting applicable to 
the municipality in terms of General Notice 552 of 2007, issued in Government Gazette No. 30013 of 29 June 2007. 

OTHER MATTERS 

I draw attention to the following matters that relate to my responsibilities in the audit of the financial statements: 

internal control 

31. Section 62(1)(c)(i) of the MFMA states that the accounting officer must ensure that the municipality has and maintains 
effective, efficient and transparent systems of financial and risk management and internal control. The table below depicts the 
root causes that gave rise to the inefficiencies in the system of internal control, which led to the disclaimer of opinion. The root 
causes are categorised according to the five components of an effective system of internal control. In some instances 
deficiencies exist in more than one internal control component. 








Opening balances 






Accumulated Surplus 




y/ 


Property, Plant and 
Equipment 




y/ 


Funds and Reserves 



y/ 

y/ 


Revenue and 
receivables 



y/ 

y/ 


Purchases and 
payables 



y/ 

y/ 


Value Added Tax 



y/ 

y/ 


Inventory 




y/ 


Employee cost 



y/ 

y/ 


Cash flow 




y/ 


Unspent Conditional 
Grants 






Inventory 



y/ 



Control environment: establishes the foundation for the internal control system by providing fundamental 


36 




Mutale Local Municipality Annual Report 2007/2008 


Reporting item 

Controi 

Risk 

Control 

Information and 

Monitoring 


environment 

assessment 

activities 

communication 



discipline and structure for financial reporting. 


Risk assessment : involves the identification and analysis by management of relevant financial reporting risks 
to achieve predetermined financial reporting objectives. 

Control activities : policies, procedures and practices that ensure that management's financial reporting 
objectives are achieved and financial reporting risk mitigation strategies are carried out. 

Information and communication : supports all other control components by communicating control 
responsibilities for financial reporting to employees and by providing financial reporting information in a form 
and time frame that allows people to carry out their financial reporting duties. 

Monitoring : covers external oversight of internal controls over financial reporting by management or other 
parties outside the process; or the application of independent methodologies, like customised procedures or 
standard checklists, by employees within a process. 


Non-compliance with applicabie iegislation 

Municipal Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA) 

32. Section 66: The accounting officer did not report to the council on all expenditure incurred by the municipality on staff salaries, 
wages, allowances and benefits. 

Matters of governance 

33. The MFMA tasks the accounting officer with a number of responsibilities concerning financial and risk management and 
internal control. Fundamental to achieving this is the implementation of certain key governance responsibilities, which I have 
assessed as follows: 


Matter of governance 

Yes 

No 

Audit committee 



• The municipality had an audit committee in operation throughout the financial year. 

s/ 


• The audit committee operates in accordance with approved, written terms of 

✓ 


reference. 
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Matter of governance 

Yes 


• The audit committee substantialiy fuifilied its responsibilities for the year, as set out 
in Section 166(2) of the MFMA. 

✓ 


Internal audit 

✓ 


• The municipality had an internal audit function in operation throughout the financial 
year. 

✓ 


• The internal audit function operates in terms of an approved internal audit plan. 

✓ 


• The internal audit function substantially fulfilled its responsibilities for the year, as 
set out in section 165(2) of the MFMA. 

✓ 


Other matters of governance 



• The annual financial statements were submitted for audit as per the legislated 
deadlines section 1 26 of the MFMA for municipalities and municipal entities. 

s/ 


• The annual report was submitted to the auditor for consideration prior to the date of 
the auditor’s report. 


s/ 

• The financial statements submitted for audit were not subject to any material 
amendments resulting from the audit. 


s/ 

• No significant difficulties were experienced during the audit concerning delays or 
the unavailability of expected information and/or the unavailability of senior 
management. 


s/ 

• The prior year's external audit recommendations have been substantially 
implemented. 



Implementation of Standards of Generally Recognised Accounting Practice 
(GRAP)i 



• The municipality submitted an implementation plan, detailing progress towards full 
compliance with GRAP, to the National Treasury and the relevant provincial 
treasury before 30 October 2007. 



• The municipality substantially complied with the implementation plan it submitted 
to the National Treasury and the relevant provincial treasury before 30 October 
2007, detailing its progress towards full compliance with GRAP. 

✓ 


• The municipality submitted an implementation plan, detailing further progress 
towards full compliance with GRAP, to the National Treasury and the relevant 
provincial treasury before 31 March 2008. 




Unaudited supplementary schedules 

34. The supplementary information set out on pages XX to XX does not form part of the financial statements and is presented as 
additional information. I have not audited these schedules and accordingly I do not express an opinion thereon. 
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OTHER REPORTING RESPONSIBILITIES 

REPORTING ON PERFORMANCE INFORMATION 

35. I have reviewed the performance information as set out on pages xx to xx. 

Responsibility of the accounting officer for the performance information 

36. In terms of section 121(3)(c) of the Municipal Finance Management Act, 2003 (Act No. 56 of 2003), the annual report of a 
municipality must include the annual performance report of the municipality prepared by the municipality in terms of section 
46 of the Local Government Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA). 

Responsibility of the Auditor-Generai 

37. I conducted my engagement in accordance with section 13 of the PAA read with General Notice 616 of 2008, issued in 
Government Gazette No. 31057 of 15 May 2008. 

38. In terms of the foregoing, my engagement included performing procedures of an audit nature to obtain sufficient appropriate 
audit evidence about the performance information and related systems, processes and procedures. The procedures selected 
depend on the auditor’s judgement. 

39. I believe that the evidence I have obtained is sufficient and appropriate to provide a basis for the audit findings reported 
below. 

Audit findings (performance information) 

Non-compiiance with reguiatory requirements 

40. The local community was not given 14 days within the adoption of IDP before the adoption of IDP in terms of section 32 of the 
Municipal Systems Act 32 of 2000. 

41 . The develop and implement mechanisms, systems and processes for auditing the results of performance measurement as 
part of its internal audit processes, as required in terms of section 45 of the MSA. 

42. The integrated development plan did not include the key performance indicators and performance targets determined in terms 
of its performance management system, as required by section 26(i) of the MSA. 
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43 . 


The annual performance report of the municipality did not include the targets, cost and the time spend on the project and the 
output results and the 
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challenges which led to the target not reached as required by section 46 (1) of the MSA. 

APPRECIATION 

44. The assistance rendered by the staff of the Mutale Local Municipality during the audit is sincerely appreciated. 

Polokwane 
30 November 2008 



AUDITOR-GENERAL 
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4.3. MANAGEMENT RESPOND TO AUDITED REPORT 


1. Accumulated Surplus 

Management Response 

We agree with the findings and this is due to prior year adjustments which do not have supporting document which will be 
adjusted by journal after approval by council. 

2. Property, Plant and Equipment 

• Convertion information(unbuddling of assets) 

We agree that the document were not provided because the unbuddling of assets was done by consultant who was hired to 
do the convertion in 2006/2007.we intend to work our AFS to correct this balances with the approval from council. 

• Title deeds: 

Management Response: 

We are in the process of applying deed of grants for assets in proclaimed areas and permission to occupy in areas that are 
controlled by chiefs. 

• Additions to property, plant and equipment: 

Management Response: 

Two AFR were submitted to Auditors which result in confusing the auditors, the conclusion by auditors where based on wrong 
AFR. 
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• Property, plant and equipment disposals: 

Management Respose: 

There was no disposal done. But there was a change in the opening balance from 2006/7 and 2007/8 caused by correction of 
errors done in the 6/7 APS, which were done after Recommendation and permission from AG that the municipality must 
adjust the AFS. However after the adjustments were done, the auditors said they will not consider the revised AFS. Based on 
your refusal to accept the revised AFS, we were forced to reverse the changes done which reflected as if there were Assets 
disposed off. However there is a need to write off such amount. 

• The municipality has not accounted for property, plant and equipment in accordance with the Standard of Generally 
Accepted Municipal Accounting Practice, GAMAP 17 Property, Plant and Equipment, read with the exemptions in 
Government Notice 522 of 2007, issued in Government Gazette No. 30013 of 29 June 2007. GAMAP 17 paragraph 10 
requires an asset to be recognised when it is probable that future economic benefits or service potential associated with 
the asset will flow to the municipality. The municipality has ccompleted projects of R449 605 that was not transferred to 
property, plant and equipment. Consequently property, plant and equipment is understated and capital under 
construction is overstated by this amount. 

Management Response; 

We didn’t come to agreement with Auditor General as the project is not complete and we could not account for it as PPE 
but as work in progress and there is no future benefit expected from this project. 


3. Inventory 

Management Response: 

The difference is caused by prior year journals and adjustment journal passed by consultant and there were no supporting 
document for adjustment journals. 
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4. Funds and reserves 
Management Response: 

We agree with the finding and due to change in accounting policies this policy was missed by error and proper accounting will 
be done in 2008/2009 

5. Revenue 

Management Response: 

Grants received differ with DORA allocation because of variances in projects. Total grants also include grants from 
District, SDL, and LOTTO which are not included in DORA. Explanation was given to the Auditors but they decided not 
to consider the explanation. 

The amount disclosed in the statement of financial performance as government grants and subsidies differs by R2,6 
million to the accounting records. No supporting evidence could be supplied for this difference. Consequently 
government grants and subsidies are understated and other income is overstated by R2,6 million. 

Management response: 

This is caused by income that was erroneously recorded as grant. The error was rectified in the Adjusted AFS. 
Documentations were submitted to the auditors with the adjusted AFS 

• The municipality has not recorded the credit sales for sites sold on the accounting system as only the cash received 
as deposits are recorded. Consequently, revenue from the sale of sites and receivables are both understated by 
R1 ,98 million. 

Management Response: 

Sites are no longer sold on credit. All outstanding income for sale of sites will be recorded in the system and 
receivable will be accounted properly in the 2008/2009. 

• The municipality did not update the valuation roll as required by section 77 of the Municipal Property Rates Act, 
2004 (Act No. 6 of 2004) (MPRA). Property rates were not charged on all debtors' accounts as full implementation is 
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expected from July 2008. The required exemptions as per section 15 of the MPRA could not be submitted. 
Consequently the property rates revenue has been understated by an unknown amount. 

Management response; 

An explanation was given to Auditors that the municipality has just completed the valuation roll in 2006. The year 
under review is for public participation. The full implementation of MPRA of 2004 is 1 July 2008. Exemption they are 
referring to will be done in the 2008/2009. 

• Note 14 on Property rates makes disclosure that interim valuations are conducted on a quarterly basis and a general 
rate of two percent (2%) is applied to property valuations. I was not able to verify this information. Due to insufficient 
evidence to support the disclosure note, I was also not able to verify accuracy and classification of the property 
valuations per type of debtor as reflected in Note 14. 

Management response: 

The statement was not supposed to be captured. Supplementary valuations will be done yearly. 


6. Unspent conditional grants and receipts 

Grants as per Note 16 to the annual financial statements indicate an opening balance for the 2007-08 financial year while no 
closing balance was indicated for the 2006-07 financial year. There was an unexplained difference between the previous year 
closing balances and the current year opening balances. 

• MIG Grant: R3,1 million 

• National lottery: R845,331 

I was unable to verify the completeness, existence, rights and obligations and valuation and allocation of the unspent 
conditional relating to the comparative figures. 

Management response: 
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These were errors and omissions from the previous AFS which we were rectifying 


7. Receivables 

• Paragraph 58 of IAS 39 requires an assessment at each balance sheet date whether there is any objective evidence that a 
financial asset or group of financial assets is impaired. Proof could not be submitted that consumer and other receivables had 
been assessed for impairment in the current financial year. The municipality made a provision for doubtful receivables of R4,5 
million. As the relevant supporting information was not available I was not able to determine what the impairment charge against 
consumer, other receivables and bad debts should have been, had IAS39 been applied correctly. 

Management response; 

We agree that IAS39 was not applied , correction will be done 2008/2009. 

• Due to a lack of supporting evidence in respect of other receivables, I could not verify the valuation and allocation of receivables 
at year-end. I attempted the testing of debtors paying their accounts after year-end. No payments were made by the debtors, to 
the value of R3,1 million. The valuation and allocation of receivables could not be verified. 

Management response: 

It is the auditor’s duty to verify the existence of debtors but they didn’t accept information that was submitted to them. 

• There is an unreconciled and unexplained difference of R2,3 million between the receivables age analysis of R3,4 million and the 
accounts receivable as disclosed in the financial statements of R5.7 million. Consequently I was unable to confirm the existence, 
completeness, valuation, allocation and rights to receivables of R5,7 million. Further as a consequence of this difference, I was 
unable to confirm the existence, rights and obligations, completeness and valuation and allocation of the aging as recorded in 
Note 9 to the annual financial statements. 

Management response: 

The difference is caused by opening balances which we do not have supporting documents and we intend to get approval to write 
them off. 
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• The completeness, occurrence and accuracy of the disclosed debtor for water services could not be verified as the service level 
agreement with the District Municipality does not indicate the amounts payable to Mutale for the services rendered. A verbal 
agreement was entered into that a 10% of the service fees will be received by Mutale Municipality. A debtor’s balance of R768 
286 as a result of water services transactions is disclosed in the Financial Statements. I was not able to determine the rights to 
receivables as no minutes / agreement could be submitted. 

Management Response: 

The information pertaining balance of R 768 286 were given to the auditors to verify existence and rights to receviebles 

8 . Long Term Liabilities 

Contrary to IAS 17 paragraph 8, the municipality has treated an item of property, plant and equipment as an operating lease 
instead of a financial lease. As a result, financial lease liabilities and property, plant and equipment are understated by 
R898 321 . 

Management response; 

We agree that the lease accounting policy was not correctly accounted in the books it will be correctly accounted for in 
2008/2009 

9. Value added tax (VAT) 

Supporting documents for journals recorded through the VAT account, of R862 973 were not provided. I was thus unable to 
confirm the existence and valuation and allocation of Value Added Tax of R366 483 as disclosed in the statement of financial 
position. 

Management response; 

The difference is due to prior year opening balances which we are intending to write off through approval by council in 
2008/2009 year. 
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10. Employee cost 

Although the total balance of the employee cost as reflected in the annual financial statements, per Note 17, agrees to the 
total balance of the trial balance, I was not able to agree the different classifications of the trial balance to the classifications 
on the financial statements. Consequently I am unable to conclude on the classification of employee cost as disclosed in 
Note 17 to the annual financial statements. The following classifications are affected: 

• R3,6 million with regard to employee cost, 

• R240 871 with regard to Contributions for UIF, pensions, medical aids and others, 

• R2,5 million with regard to Travel, motor car, accommodation, subsistence and other allowances, 

• R905 351 with regard to Housing benefits and allowances and 

• R328 925 with regard to Overtime payments. 


Management response; 

This is caused by the two systems we were using (viz. pastel payroll and pastel evolution) which were not intergraded. 
However we are busy inergrating them and note will be correctly reflected in the coming year. 

An amount of R3 million disclosed in Note 23.3 to the financial statements as pension and medical aid differs to the 
accounting records of R4 million. As a result, this disclosure note is understated by R1 million. 

Management response: This is caused by the two systems we were using (viz. pastel payroll and pastel evolution) which 
were not intergraded. However we are busy inergrating them and note will be correctly reflected in the coming year 

An amount of R2,7 million disclosed in Note 23.2 to the financial statements as PAYE and UIF differs to the payroll system 
records of R2,3 million. As a result, this disclosure note is overstated by R451 450. 

Management response: 

This is caused by the two systems we were using (viz. pastel payroll and pastel evolution) which were not intergraded. 
However we are busy integrating them and note will be correctly reflected in 2008/2009 
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No supporting documentation was submitted to verify the occurrence, rights & obligations of retirement benefit information 
included in note 25 to the financial statements relating to retirement funds in operation in the municipality and their financial 
position. 

Management response; 

Note 25 were disclosed by mistake the correct note will be disclosed in 2008/2009. 


1 1 . Cash flow statement 

The calculations in respect of cash generated from operations are incorrect. The interest paid of R502 351 and interest 
received of R68 564 as documented in the calculation of the cash generated from operations was incorrectly applied. 
Furthermore the calculation of the increase in conditional grants was stated as R12,1 million instead of R16,8 million and prior 
year adjustments of R6,2 million were excluded from the calculation. As result, I am unable to confirm the classification and 
accuracy of the amounts disclosed in the cash flow statement. 

Management response: 

We agree that we have calculated incorrectly and it will be correctly done in 2008/2009. 

12. Going concern 

The following conditions exist that may cast significant doubt on the municipality’s ability to continue as a going concern if 
government does not provide financial support: 

• The municipality is at a net current liability position of R14,1 million. 

• Account receivables has increased from R 5,2 million to R 5,8 million and the recoverability of 94% is in doubt 

• There is a shortfall of R15,1 million in funds to cover unspent conditional grants of R16.8 million. 


Management response; 
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Most of the municipalities in SA depend on conditional grants to sustain themselves. Large percent of the debt is owed 
by government department and municipality is not allowed to take government to court for non payment. 


4.3. QUARTERLY INFORMATION ON GRANTS (2007/2008 FINANCIAL YEAR) 


grant 

Details 

Amount received and spent each quarter 

Grant 
name/ 
Project list 

01 July 07 to 30 Sept 2007 

01 Oct 2007 
tc 

31 Dec 2007 

01 Jan 2008 
tc 

31 Mar 2008 

01 April 08 
tc 

30 June 08 

Tctal 

Rand 


Receipts 

Expenditure 

Receipts 

Expenditure 

Receipts 

Expenditur 

e 

Receipts 

Expenditu 

re 

Receipts 

Expenditure 

FMG 

500 000 

78 684 

0.00 

61 701 

0.00 

51 666 

0.00 

63 144 

500 000 

255 195 

Equitable 

share 

4 796 823 

3 597 617 

3 597 617 

3 597 617 

5 996 028 

3 597 617 

0.00 

3 597 617 

14 390 468 

14 390 468 

MSIG 

367 000 

152 524 

367 000 

151 000 


171 000 


38 920 

734 000 

513 444 

MIG 

1 030 000 

60 683 

723 000 

34 589 

6 255 537 

1 985 616 

5 100 000 

2 787 050 

13 108 537 

4 867 938 

LOTTERY 

468 160 





16 181 


40 704 

468 160 

56 885 

UMSOBO 

MVU 


30 000 

120 000 

30 000 


30 000 


30 000 

120 000 

120 000 

SDL 

15 113 



15 113 





15 113 

15 113 

VHEMBE 



1 767 097 

1 767 097 

2 650 646 

2 797 643 

7 807 512 

3 995 489 

12 225 255 

8 535 663 
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4.4. BUDGET REVIEW 

THE BUDGET IS ADJUSTED AS EOLLOWS: 


ITEMS 

BUDGET 

ADJUSTMENT 

REASON 

INCOME 

R45 309 234-28 

R51537 005-54 

• Grant received from the district R19 887 970- 

32 (for electrification, salaries for DWARF, 

operation and maintenance, etc) 

• Under collection of revenue (e.g. property 

rates, refuse removal etc.) 

Capital budget 

R8 287 500-00 

R7 562 962-13 

• Some projects will be funded by the district 

(sports grounds) 

• Lack of funding due to under collection of 

revenue 

• Some projects have been rolled over to the 

next financial year (Matavhela workshop, 

Info board and signage 

• New project for electrification of villages at 

R3 362 714-98 

Salary related expenditure 

R21 868 768-06 

R30 661 186-85 

• Transfer of staff from DWARF (Rll 276 

528-90 

• Vacant posts 
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Operational expenditure 

R15 131 527-67 

R13 308 596-80 

• Lack of funding 




• Unavoidable expenses of RR19 192-80 




incurred 




• Increase in SOMA expenses 


The budget can be summarized 
as follows '. 






REVENUE 

2007/2008 

revised 7/8 

2008/2009 

2009/2010 

2010/2011 

Total Revenue by source 

45,309,234.28 

51,537,005.54 

71,076,774.60 

89,857,179.42 

114,696,346.24 


INCOME 


2007/2008 revised 7/8 2008/2009 2009/2010 2010/2011 

Grants and Subsidies 
Property rates 
Rental 
Licencing 


21,926,468.00 

41,814,438.32 

49,845,794.36 

70,197,870.98 

93,920,393.56 

4,069,037.80 

1,586,011.62 

6,067,605.50 

6,431,661.83 

6,817,561.54 

76,800.00 

51,428.18 

69,284.00 

72,748.20 

76,385.61 

3,855,490.98 

3,788,138.72 

1,843,669.78 

2,058,652.01 

2,319,929.01 
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Refuse Removal 

50,000.00 

50,000.00 

45,000.00 

47,250.00 

49,612.50 

interest earned- external 
investments 

120,000.00 

3,000.00 

1,050.00 

1,602.50 

1,157.63 

interest earned - outstanding 
debts 

85,000.00 

55,000.00 

55,000.00 

58,250.00 

60,637.50 

Traffic fines 

327,220.50 

280,000.00 

296,800.00 

314,608.00 

333,484.48 

interest earned - outstanding 
debts 

85,000.00 

55,000.00 

55,000.00 

58,250.00 

60,637.50 

Water 

2,005,840.00 

130,059.67 

4,887,102.40 

5,180,328.54 

5,491,148.26 

Sanitation 



190,593.00 

201,655.20 

213,375.15 

Other Income 

12,793,377.00 

3,778,929.03 

7,774,875.56 

5,292,552.17 

5,412,661.00 

i 

45,309,234.28 

51,537,005.54 

71,076,774.60 

89,857,179.42 

114,696,346.24 


BREAKDOWN OF CAPITAL 
BUDGET 


2007/2008 revised 7/8 2008/2009 2009/2010 2010/2011 


Grader 

2,500,000.00 



2,500,000.00 

2,650,000.00 

Precast Culvert 





1,060,000.00 
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1,000,000.00 

74,247.15 

- 

1,000,000.00 

Thengwe-Tshandama road 



3,572,000.00 

4,280,000.00 

Dotha Bridge 

3,500,000.00 

2,997,752.85 

1,502,247.15 

- 

High Mast 

- 

1,074,247.15 

2,750,460.00 

- 

Equipments 

557,500.00 

54,000.00 

473,000.00 

262,000.00 

Electrification 


3,362,714.98 



SDE 



350,000.00 

400,000.00 

Vehicles 



_ 

450,000.00 

Landscaping and concrete slab 



106,000.00 

206,000.00 

Mockdrill 



20,000.00 


Roadblock trail 



125,000.00 

126,250.00 

Landfill 

100,000.00 

- 

- 


Matavhela Housing 

200,000.00 

- 

- 

- 

Tshixwadza Sports Grounds 

320,000.00 

- 

- 

- 

Sound system 



- 


Eranking machine 



- 

- 

Elor machine 



- 


Irrigation system 

New office building 



- 

- 


8,000,000.00 

0.00 

0.00 

224,720.00 

0.00 

0.00 

218,360.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 
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1,000,000.00 



security equipments 



250,000.00 



Voice Processing system 



- 

- 

0.00 

Matavhela Workshop 

100,000.00 

- 

100,000.00 

300,000.00 

300,000.00 

Info board and signage 

10,000.00 

- 

10,000.00 

10,600.00 

11,236.00 


8,287,500.00 

7,562,962.13 

10,258,707.15 

9,534,850.00 

12,464,316.00 


SUMMARY 

2007/2008 

revised 7/8 

2008/2009 

2009/2010 

2010/2011 

Salary Related Expenditure 

21,868,768.06 

30,661,186.85 

35,693,429.98 

35,797,299.34 

37,648,656.62 

Operational Expenditure 

15,131,527.67 

13,308,596.80 

25,074,274.62 

25,922,347.10 

30,271,112.72 

Capital Expenditure 

8,297,500.00 

7,562,962.13 

10,258,707.15 

10,034,850.00 

12,464,316.00 


45,297,795.73 

51,537,005.78 

71,026,411.75 

71,754,496.44 

80,384,085.35 

SURPLUS/DEFICIT 

11,438.55 

0.24 

50,362.85 

18,102,682.98 

34,312,260.89 
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